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designed to ensure that the debt mar-
keting responsibilities of the Funding
Corporation will continue to provide
flexibility for the banks and are fis-
cally sound.

(c) For all debt issuances conducted
by the Funding Corporation, the spe-
cific prior approval of the Farm Credit
Administration must be obtained prior
to the distribution and sale of the obli-
gation pursuant to section 4.9 of the
Act.

[54 FR 1160, Jan. 12, 1989]

§§ 615.5103—615.5104 [Reserved]

§ 615.5105 Consolidated Systemwide
notes.

Consolidated Systemwide notes au-
thorized under § 615.5100(b) shall be sub-
ject to the following provisions unless
otherwise approved by the Farm Credit
Administration:

(a) Maturities shall be not less than
five days nor more than 365 days.

(b) Prices shall be on a discount yield
basis or as determined by the Funding
Corporation.

[42 FR 32227, June 24, 1977, as amended at 47
FR 28609, July 1, 1982; 54 FR 1160, Jan. 12,
1989; 60 FR 20011, Apr. 24, 1995]

Subpart D—Other Funding

§ 615.5110 Authority to issue (other
funding).

Any Farm Credit bank may issue
Farm Credit Investment Bonds directly
to those eligible as set forth in
§ 615.5120(a). The bonds are subject to
the limitations contained in the Fed-
eral Reserve Board’s Regulation Q.

[43 FR 47489, Oct. 16, 1978; 43 FR 55239, Nov.
27, 1978]

§ 615.5120 Purchase eligibility require-
ment.

(a) Limitations. Eligibility to pur-
chase Farm Credit Investment Bonds
shall be limited to members and em-
ployees of the Farm Credit banks and
associations, except any bank officers,
directors, and employees who are in-
volved in setting the term or rate, to
retired employees who are beneficiaries
of a pension or retirement program of
the Farm Credit banks or associations,
and to retired employees of the Farm

Credit Administration. A member of a
Farm Credit association or a bank for
cooperatives need not be an active bor-
rower to be eligible. A member of any
Farm Credit institution may purchase
investment bonds from any of the in-
stitutions in the district which offer
the purchase program. Patrons, mem-
bers, employees, or stockholder of
other financing institutions discount-
ing loans with a Farm Credit Bank or
agricultural credit bank or of any legal
entity which is a borrower from any
Farm Credit institution as such are in-
eligible as they are not members of a
Farm Credit institution. Stock or par-
ticipation certificates shall not be sold
merely to qualify a party for the pur-
chase of Farm Credit Investment
Bonds. For purposes of this section
‘‘member’’ means a stockholder or par-
ticipation certificate holder who ac-
quired stock or participation certifi-
cates to obtain a loan, to purchase
stock for investment or to qualify for
other services of the association or
bank. A person who assumes a loan is
not a member unless he becomes a
stockholder or participation certificate
holder in connection with that loan.
Employee means a regular full-time
employee of a Farm Credit bank or as-
sociation. Retired employee means a
retiree who is a direct beneficiary of a
pension or retirement program of a
Farm Credit bank or association or the
Farm Credit Administration under
civil service retirement.

(b) Form and ownership. Farm Credit
Investment Bonds are registered bonds
issued in definitive or book-entry form
depending on investor preference. The
registration used must express the ac-
tual ownership of an interest in the
bond and will be considered by the
issuing institution as conclusive of
such ownership and interest. No des-
ignation of an attorney, agent, or other
representative to request or receive
payment on behalf of the owner or co-
owner, nor any restriction on the right
of the owner or coowner to receive pay-
ment of the bond or interest, except as
provided in this section may be made
in the registration or otherwise. Reg-
istrations requested in applications for
the purchase shall be clear, accurate,
complete, and conform with one of the
registration provisions set forth in this
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section, and include the appropriate
taxpayer identifying number. Registra-
tions requested will be inscribed on the
face of the bond if in definitive form or
on the confirmation of investment if in
book-entry form. The following provi-
sions shall apply for registration of
Farm Credit Investment Bonds:

(1) In all cases the member’s name
(whether a natural person, fiduciary, or
legal entity) or employee’s name must
appear as owner of the bond.

(2) A bond may be registered in the
name of a fiduciary only if the fidu-
ciary is in fact the member.

(3) A member or employee may not
use a form of registration (such as a
gift to a minor, irrevocable trust, etc.)
which would divest himself of owner-
ship. However, a minor may be named
as coowner or beneficiary.

(4) If a member is a natural person, a
second natural person, member or non-
member, may be named as coowner or
beneficiary. Coownership may not in-
volve a fiduciary or private organiza-
tion.

(5) In the coownership form the con-
nective ‘‘or’’ shall serve the same pur-
pose as ‘‘joint tenants with right of
survivorship.’’

[43 FR 47489, Oct. 16, 1978; 43 FR 55239, Nov.
27, 1978, as amended at 56 FR 2675, Jan. 24,
1991; 61 FR 67187, Dec. 20, 1996]

§ 615.5130 Procedures.
Procedures relating to issuance, pric-

ing, payment of interest, redemption,
replacement of lost or stolen bonds and
other matters shall be promulgated
under the authority of this regulation
as operating instructions to banks and
associations.

[37 FR 11434, June 7, 1972]

Subpart E—Investment
Management

§ 615.5131 Definitions.
(a) Absolute final maturity means the

date on which the remaining principal
amount of a mortgage-backed security
or asset-backed security is due and
payable (matures) to the registered
owner. It shall not mean the average
life, the expected average life, the du-
ration, or the weighted average matu-
rity.

(b) Adjustable rate mortgage (ARM)
means a mortgage-backed security
that features a predetermined adjust-
ment of the interest rate at regular in-
tervals tied to an index.

(c) Asset-backed security (ABS) means
investment securities that provide for
ownership of a fractional undivided in-
terest, or collateral interests, in a spe-
cific asset of a trust that are sold and
traded in the capital markets. For the
purposes of this subpart, all eligible
ABSs shall be collateralized with ei-
ther loans for the sale of automobiles
(CARs) or credit card receivables
(CARDs).

(d) Asset/liability management means
the process used to plan, acquire, and
direct the flow of funds through a
Farm Credit bank in order to generate
adequate and stable earnings and to
steadily build equity, while taking rea-
sonable and measured business risks.

(e) Collateralized mortgage obligation
(CMO) means a multi-class, pay-
through bond representing a general
obligation of the issuer backed by
mortgage collateral. Each CMO con-
sists of a set of, at least, four tranches
of bonds with different maturities and
cashflow patterns. An accrual bond is
last tranche. Floating Rate CMO means
a CMO or REMIC tranche that pays an
adjustable rate of interest that is tied
to a representative interest rate index.

(f) Federal funds means funds sold to
or bought from a federally insured de-
pository institution or government-
sponsored enterprise for 1 business day
which increases or decreases that insti-
tution’s reserve account of imme-
diately available funds with a Federal
Reserve Bank. Term Federal funds
means funds sold to or bought from a
federally insured depository institution
or government-sponsored enterprise
under a callable contract with a term
to maturity of 100 days or less.

(g) Interest rate risk means the risk of
loss resulting from the impact of inter-
est rate fluctuations upon the net in-
terest income and market value of eq-
uity of a bank.

(h) Liquid investments are assets that
can be promptly converted into cash
without significant loss to the inves-
tor. In the money market, a security is
liquid if the spread between bid and ask
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